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Abstract The role of Brazil, Russia, India, China and South Africa (BRICS) an emerging protagonist in
international development cooperation is significantly and rapidly changing. Over the last decade, BRICS have
increased their financial as well as technical assistance and established distinct ways and means of economic
cooperation, especialy through south-south-cooperation with Low Income Groups (LIC). BRICS are striving for
more political influence, thereby challenging traditional western donors such as the EU. The overall focus of
development cooperation lies on neighbouring countries, regiona integration and technical assistance. Economic
growth is perceived to be crucial for sustainable development; non-interference and national sovereignty are guiding
principles. Eye-to-eye level dialogue and trilateral settings of cooperation are means of addressing BRICS as a hew
stakeholder in twenty first century development politics.
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I ntroduction

In 2001, a Goldman Sachs report first introduced the,term BRICs countries, “referring to Brazil, Russia, India and
China”. The label was a marketing gimmick. The rfeports main aim was to identify “an engine of a new demand
growth and spending power”. It drew atteftion fron) investors, because it gave a concrete guide to where to invest
after the series of financia crisis of late 1990s and the 9/11 attacks in 2001. For a different reasons policy makers as
well as academics expressed their interest in the report, highlighting the prediction that the four countries together
would have bigger economies than the G-6 countries (the United States, Japan, the United Kingdom, Germany,
France and Italy) within the next fifty years. This might have far reaching implications for world politics and

economies. The official Chinese newspaper, People Daily (Beijing), put it like this:

The rise of the BRICs is also changing the world order. This is happening not only because of the BRICs robust
economic growth, but also because of their role as an initiator and motivator of the new international order. The
four countries advocate the democratization of international relations, oppose hegemony, and call for respect for
global diversification. As developing nations, they have had the opportunity to learn from others and offset their
own weakness. Another paper by Goldman Sachs in 2003 dreaming with BRICs: the path to 2050 concretized the
earlier findings that over the next fifty years, the BRICs economies would play an increasingly important role in the

global economy.

The two pioneering papers evolved around the understanding that the world economy had changed significantly over
the past 50 years. They further anticipated over the next 50 years, the changes could be at least dramatic. By the time
Goldman Sachs coined the idea of BRICs, major structural changes were aready taking place in the BRICs
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countries, which played an important role in shaping the predictions of Goldman.Brazil had put in place a drastic

economic stabilization plan to reverse hyper inflation and boost privatization in the late 1980s, while India had
introduced sweeping economic reforms in the early 1990s. On the other hand China had emerged unscathed from
the Asian economic putting in place a strategy to rebuild and regain its lost economic status. At the time of writings,
the four large emerging economies collectively represented only 15% of the gross national product (GNP) of the six
major advanced industrial economies- The United States, Japan, Germany, Britain, France and Italy. Economist
Dominic Wilson and Roopa Prushothaman, however predicted that in “in less than 40 years” the BRICs were likely
to catch up with six. The BRICs would then become the world principal or engine of new demand growth and
spending power which could offset the impact of growing populations and slower growth in the advanced
economies. Since then the international financial press has run with the label, which has caught the imagination of

investors much as the term emerging markets did a few years back.

As for as formalization of the group is concerned , a first move in this direction was made in September 2006when

the first meeting of the BRIC foreign ministers took place as a side event in the 61% UN General Assembly in New

York and the second and third meetings of foreign ministers took place in Russia. Other meetings also took place
during 2007 and 2008 including the BRIC Heads of State meeting in d0ly 2008 and the finance ministers meeting in
November 2008. At the third meeting of foreign ministers, it was'decided to boost cooperation between the four
countries on various ways. The broad objective was building.a m@re'democratic international system founded on the
rule of law and the multilateral diplomacy. The move towards formalization of the group was concretized when the
BRIC leaders held first summit on 16 June 2009 in Yeekaterinburg, Russia calling for a more democratic and multi
polar world based on the rule of international daw, eguality, mutual respect, cooperation, co-ordinate action and
collective decision making of al the statés. Sincerthen the annual summits have been held in each of the remaining
BRIC countries. The inclusion of South Afriga into the group expanded the acronym to BRICS in 2010, and since
then the new acronym has symbolized the collective economic power of Brazil, Russia, India, China and South
Africa

The BRICS countries have all been affected by the global economic slowdown the recent global financial crisis that
engulfed almost all economies marked a painful adjustment at the macro level coupled with micro level distortions
and incentives created by past policy actions. The crisis spread to the BRICS through four channels — trade, finance,
commodity and confidence. The slump in export demand and tighter trade credit caused declaration in aggregate
demand. The global financia crisisinflicted significant loss in output in al BRICS economies. However, real GDP
growth in India and China remained impressive even though they also witnessed some moderation due to weakling
global demand. The crisis also exposed the structural weakness of the global financial and real sectors. The reversal
of capital flows led to equity market losses and currency depreciation resulting in lower external credit flows. The
banking sectors of the BRICS economies performed relatively well. The BRICS however recovered swiftly with the
support of domestic demand. Still, the recovery is yet to be made compatible with the fiscal consolidation process.
Besides the current recovery process, there are specific lessons for the BRICS economies from the recent crisis.

These lessons include-
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1) Recognizing the invalidation of the decoupling hypothesis.
2) Allowing domestic demand to serve as a durable source of growth.
3) Instituting financial sectors reforms.
4) Monitoring and managing speculative capital flows.
5) Creating fiscal policy space on a sustainable basis as a central feature of their reform agenda.

6) Focusing on infrastructure development and employment generation.

The volatility in food and energy prices, the challenge of reconciling growth and environmental objectives, the
political uncertainty in West Asia and the rise of terrorism and extremism. Their responses to these challenges may
be different but there is much common interest that binds them all together. There are ten specific issues which are

of concernto all BRICS countries. These include:

1) Their unigue demographic profiles, each presenting its own challenges of labour and job opportunities.
2) The supply side constraints of the BRICS narratives of catch up growth, notably energy, water and food.
3) The measures for sustained and balanced growth includitg reviving progressin the Doha Round.

4) Maximizing the benefits from intra BRICS complementarities through greater business interactions.

5) Accessto capital, especially for infrastructurexdevel opment.

6) Addressing deficienciesin global governance to reflect contemporary realities.

7)  Green growth and sustainable development.

8) Dealing with growing income inequalities.
9) The challenges of urbanization.

10) The geopolitical environment that impacts global energy markets and trade flows, and the concept of terrorism

and piracy.

The BRICS countries are brought together by their shared capacity and will to energy with each other, as well as

with the rest of the world, in the global quest for meaningful, sustainable solutions to contemporary challenges.

The BRICS nations are considered as the new building blocks of the global economy. In the background of the
deceleration of the developed economies in terms of growth and economic expansion, BRICS assumed greater

significance and wider acceptance s emerging super powers. The BRICs economy rose from 11% of global GDP in
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1990 to 25% in 2011 and is poised to reach 40% by 2050. A Glodman Sacha paper shows BRICS which overtook

Japan in terms of GDP by 2005 will cross the US by 2015 and G-7 by 2030. The rise of BRICS is described as
“great transformation” the relative importance of BRICS is an engine of new demand growth and spending power
may shift more dramatically and quickly than many expect. Higher growth in these economies could offset the

impact of graying populations and slower growth in today’s advanced economies.

Growth and diversity coexists in the community as a whole. While al countries in the BRICS community enjoyed
higher growth for a large part of the last decade, each country is aso known for distinctiveness. Russia commodity
driven economy, Chinais a powerhouse of exports, India is a domestic demand driven economy, Brazil has much
developed economic structure and South Africa represents the fast growing region of Africa. Growth isthe common
glue that makes the community a powerful and prominent force in the global economy. All the five countries in the

BRICS community play an important role in G-20 shaping global economic policy and financia stability.

Financial markets in the BRICS community have expanded in rapid manner simultaneously with economic growth.
Between 1990 and 2010 market capitalization of Brazil rose from a very low of about 4% of GDP to 74%, India
from 12% to 93%, Russia and China from almost nothing to 70% and 81% respectively. In South Africa, it has more
than doubled from 123% to 278%. Similarly, value of share trading®inyChina (186%), Russia (135%) and India
(114%) is higher than the respective GDP levels with South Affica,and Brazil catching up very fast. Between 2001

and 2007, stocks shared more than double in china and more nearly400% in Brazil and India. Banks from these five

countries figured among the top 100 banks in the worldiBank credit/GDP ratio is highest in South Africa (193%),
followed by china (145%), Brazil (97%), and India’(69%):

Growth of the BRICS community, whiCh,was,on*fapid ascent since 1990, faced constraints following the global
economic and financial crisis that began in 2000. With economic slowdown and financial markets setback in the US
and Europe exports from BRICS to developed markets and investments into their economies declined adversely,
impacting the growth prospects. Though initialy it appeared that BRIC might have overcome the impact of the
global economic crisis, the declaration is gaining a momentum in the last couple of years, which has become a cause
of worry for the economic policy in these countries. The real GDP of BRICS which was over 8% in 2010 declined
t0 6.5% in 2011 and is expected to further fall to 4.87% in 2012 and 4.7% in 2013.

The growth prospects of individual countries in the BRICS community, too, are raising worries. Brazil that had a
real GDP growth of 7.6% in 2010 fell to 2.7% in 2011 with the weakness expected to continue in 2012 and the
estimates for 2013 is pegged at 2.5%. Russia growth in the 2012 and 2013 is estimated at 2%. From an annual
growth rate of 7.4% during 2000-2010, India’s growth is expected to slide to the fringes of 5% in 2012. From an
average growth of 10% for the last 25 years, China economic growth is expected to dip to levels of 6.5%, a trend
that is forecast to prevail for a few more years. Inflation too, emerged as a major issue. Currencies of the BRICS
community, with the expection of China have experienced varied levels of volatility following the onset of the
global economic crisis. The stock market value of BRICS countries suffered erosion in market values, leading to

sizeable slippage in their respective global rankings.
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In this context, the BRICS community stands at an important point of challenge. While the last two decades have

galloped these countries to a position of prominence in global economies, a new set of constraints began to arise in
the background of global economic slowdown. Some critics tend to club BRICS as yet another grouping that failed
to overtake the US despite great promise in the initial period, citing instances of Europe (1960), Japan (1970 and
1980), the Asian Tigers (1990) etc. More worrying is the fact that the slowdown of BRICS, which is contributing to

nearly half the global economic expansion, may reduce in scope for speedy recovery of the world economy.

These developments provide ample scope for the policy makers; in the BRICS governments to come up with
proactive policies that reinvigorate their domestic economic climate as also establish stronger linkages with other
emerging markets. Groupings based on economic growth and prospects such as Next Eleven and Frontier Markets
are gaining greater significance. It is important for BRICS to forge stronger relationships with these economies to
expand domestic markets to revive growth. Thiswill aso help the BRICS nations to reduce to some extent excessive

dependence on developed markets for exports.

In this context, the agenda for development cooperation among the BRICS community could also include the

following:

a) The BRICS community is characterized by a strong middle.class with potential for higher savings, increasing
reliance on market related instruments such as stocks and other struictured products, which suffered badly after the
financial crisis, has dampened the spirit of investors. It is Tmpertant to bring investors back to the financial markets.
In this context, a need exists for designing safer anddong term investments that could be easily understood and

managed by retail investors. This would be gssefitiahforcapital formation and investment.

b) Small and medium enterprises are predominant in the BRICS countries, and most of them are dependent on bank
financing or other form of resources. It is important to develop specialized capital markets to solely cater to the

needs and requirements of small and medium enterprises.

¢) Opportunities for border listing and trading are abundant among the BRICS countries. A limited effort of listing
index futures began, which needs to be further strengthened to extend to listings and trading of companies with

global operations and business.

d) Scope for designing specia financial instruments with sovereign guarantees could be explored to develop

diversification of investments among individual investors and companies in the BRICS countries.

€) Given the powers BRICS has in technology, joint endeavors could be evolved for its effective use in promoting

financial inclusion.

f) The proposed BRICS Development Bank could move towards generating consensus of creating ingtitutional

mechanism to provide infrastructure financing, so vital for the growth to continue and sustain in these countries.
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g) A gpecial task force may be created within the BRICS Secretariat to engage with other fast growing nations in

the Frontiers markets to cooperate and collaborate on growth inducing policies that would be mutually beneficial

and productive.

h) Greater exchange of information, knowledge, skills, and expertise may be evolved in areas of financial sector,

information technology, process management, financial education and investor’s literacy, which could help these

countriesin capacity building vital for growth to sustain.

g) Inview of the growing importance of the BRICS community, it might be useful to bring out an annual review of
the BRICS economy and finance that will address to various issues of growth and development pertinent to the

countriesin the grouping
Best Practices

There are certain practices and ingtitutions within the BRICS economies that have made significant differences to
these economies and contributed to their high growth rates. Many of these practices and institutions have relevance
within the BRICS bloc for enhancing cooperation and creating synergies, so that the BRICS collectively could grow
faster.

Brazil

Major showcase areas for Brazil include agriculturalresearch which has transformed the country into a maor
exporter, the use of bio-fuel for road transport,“andsthe emergence of Embracer as a high-technology aircraft
manufacturer. A regulatory framework that helped Brazil withstand the shock of the global crisis, including the
regulation of capital flows, and the issuanceof domestic currency-denominated international bonds, which transfer

currency risk to investors, are other successful practices that have been highlighted.
Russia

Russia’s major achievements include reforms during 1999-2009 that promoted economic growth, lowered inflation,
and led to a dramatic fall in the number of people living below the poverty line. Specific achievements include
setting up of the Oil Stabilisation Fund that was successful during the crisis, budgetary reforms through the
devolution of decision —making powers, and the introduction of a flat persona income tax rate of 13% that ensured

improvement in compliance.
India

The main showcase institution for India is private entrepreneurship which has been instrumental in achieving 8-9%
annual growth of the economy in recent years. Private initiative has been responsible for the excellence achieved in
the information technology sector and the innovative streak that has led to improvisation and production of low-cost

goods for the Indian mass market. Besides, the calibrated approach to capital account convertibility and the External
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Commercial Borrowing Policy have helped insulate the economy against surges and reversals of debt flows and

maintai ned the external debt at sustainable levels.
China

The best practices and institutions of China are those that have helped ensure progress in terms of sustaining its
rapid economic growth, enhancing its overall national strength, and improving the living standards of its people. It
also includes the success in making the historic transition from a highly centralized planned economy to a robust
socialist market economy, and from a closed and semi-closed country to one that is open to the outside world.
Specific areas are FDI attraction, utilization, and infrastructure financing, among others. The reform and
development of China’s banking industry and financial market is an important driver for rapid and sustainable
growth.

South Africa

South Africa has a long record of responsible macro-economic management, which has helped to promote the
development of a deep and liquid bond market and reduced external vulnerability. South Africa has strong
ingtitutions and a highly developed, well regulated banking sectothat escaped the worst effects of the financial
crisis. With the most developed industrial and financial capabilitiesyon the African continent, South Africa’s role in
the integration of policies, markets, finance, and infrastfucture is vital to Africa’s economic development and
reaization of the continents potential as a growth pale i the global economy. Outwordly oriented South African
companies are among the largest sources of FDL.in Africa and the countries development financing institutions are

playing an increasing role in the funding ef regiona infrastructure investment.

Major Challenges

Brazil: The challenges that the Brazilan economy face are as follws. Its trade able goods sector is small when
compared to other EMEs like china, saving and investment rates have to increase as in other BRICS economies like
china and India, improvements are required in public sector management and it also needs to enhance the depth of

financial sector as well asimprove long term financing structures for the private sectors.

Russia: The key challenges are accelerating the implementation of structural reforms particularly in efficient and

undercapitalized natural monopolies and strengthening the investment climate.

Indiaz The major challenges are making the growth process more inclusive, improving physical infrastructure,
developing the agriculture sector, enhancing delivery of essential public services such as education and health, to

large parts of the population.

Similarly, for China the policy changes are needed to address both domestic and external challenges. The policy
challenge for Chinais to sustain rapid demand in a more balanced way. To facilitate restructuring of the economy,

financial sectors reforms are needed to improve the intermediation of China’s large private savings. The government
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also needs to raise specia spending in the areas of education, health care, and pensions which will serve to reduce

precautionary savings and boost consumption over time. There is also a need to improve the investment structure,
advance reforms in the health care, pension and education system and provide more support to rural areas and less

developed regions.

South Africa: The key challenge for South Africa is to achieve higher levels of inclusive growth that raise
employment and reduce inequality. Low domestic savings, currency weather global turbulence. The benefit of
cooperating among themselves is immense for the BRICS as well as for the global economy. A strategic agenda for
forging closer links among the BRICs, as outlined in thisjoint report, may contribute to consolidating and expanding

their rolesin global affairs.

Cooperation: In the BRICS economies there exist huge opportunities to extend economic growth and development
to the next level. In this regard, there is possibility to further increase cooperation among the BRICS to gain
competitive advantage. However implementation of these may require further deliberation ant their technical and

political feasibility is yet to be determined in greater detail. The focus areas as follows;
1) Intra- BRICS trade and investment cooperation
2) Cooperation in infrastructure financing.

3) Industrial development and cooperation.

4) Cooperation in transportation.

5) Cooperation in food security.

6) Cooperation in technical education.

7) Cooperation in financial market development.
8) Cooperation in research and devel opment.

9) Cooperation in the area of culture and tourism.
10) Cooperation in international issues.

11) Cooperation in energy security.

12) Cooperation to build effective institution.

13) Internal Development Bank for fostering South South investment.

To conclude, even though the BRICS have pursued different paths of growth with different macroeconomic

parameters and varied institutional strength, the world seems to be optimistic about their emergence based on their
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respective durable comparative advantages. The growing role of the BRICS is confirmed by the rapid recovery of

these economies from the global financia crisis, which demonstrates that optimal global economic policy making

cannot be undertaken without including the BRICS economies at the highest level.
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